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INDEPENDENT AUDITORS' REPORT

To the Board of Selectmen
Town of Framingham, Massachusetts

We have audited the accompanying financial statements of the governmental activi-
ties, the business-type activities, each major fund, and the aggregate remaining
fund information of the Town of Framingham, Massachusetts, as of and for the year
ended June 30, 2005 (except for the Framingham Contributory Retirement System
which is as of and for the year ended December 31 , 2004), which collectively com-
prise the Town's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Town of Framingham's manage-
ment. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits
contained in Govemment Auditing Sfandards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all mate-
rial respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund infor-
mation of the Town of Framingham, as of June 30, 2005 (except the Framingham
Contributory Retirement System which is as of December 31, 2004), and the res-
pective changes in financial position and cash flows, where applicable, thereof and
the respective budgetary comparison for the General Fund for the year then ended
in conformity with accounting principles generally accepted in the United States of
America.
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December 27. 2005

The management's discussion and analysis, appearing on the following pages,
and the supplementary information, appearing in the back of this report, are not a
required part of the basic flnancial statements but are supplementary information
required by the Governmental Accounting Sfandards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supple-
mentary information. However, we did not audit the information and express no
opinion on it.

ln accordance with Govemment Auditing Sfandards, we have also issued our report
dated December 27 ,2005 on our consideration of the Town's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope ofourtesting of internal control over financial report-
ing and compliance and the re$ults of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordancewith Govemment Auditing
Sfandards and should be considered in assessino the results of our audit.



I
I
I
I
I
I
I
I
I
I
I
t
I
I
I
I
I
I

MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Town of Framingham, we offer readers of the Town of
Framingham's financial statements this narrative overview and analysis of the
financial activities of the Town of Framingham for the fiscal year ended June 30,
2005. All amounts in the Management's Discussion and Analysis, unless other-
wise indicated, are expressed in thousands of dollars.

A, FINANCIAL HIGHLIGHTS

o The assets of the Town of Framingham exceeded its liabilities at the close
ofthe most recent fiscal yearby$ 121,952 (netassets). Of this amount,
$ 38.334 constitutes unrestricted net assets some of which are available
for use as of June 30, 2005.

r The govemment's total net assets increased by $ 7,078 in the fiscal year.

r As of the close of the current fiscal year, the Town of Framingham's govern-
mental funds reported combined ending fund balance deficit of $ (24,648), a
deficit increase ol $ (12,4821in comparison with the prior year.

o At the end of the cunent fiscal year, unreserved/undesignated fund balance
for the general fund was $ 4,104, or 2.3o/o of total general fund expenditures.
Management has established an additional $ 369 as a general fund desig-
nated fund balance.

. The Town of Framingham's total debt (bonds and bond anticipation notes)
was $ 121,027, an increase of $ 4,266 during the current fiscal year.

B, OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the
basic financial statements. The basic financial statements are comorised of
three components: (1) government-wide financial statements, (2) fund finan-
cial statements, and (3) notes to financial statements. This report also contains
other supplementary information in addition to the basic financial statements
themselves.

Government-wide fi nancial statements, The government-wide fi nancial
statements are designed to provide readers with a broad overview of the Town
of Framingham's finances in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Town of Framing-
ham's assets and liabilities, with the difference between the two reported as net
assets. Over time, increases or decreases in net assets may serve as a useful
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indicator of whether the financial position of the Town of Framingham is improv-
ing or deteriorating.

The statement of activities presents information showing how the government's
net assets changed during the most recent fiscal year. All changes in net assets
are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows
in future fiscal periods (e.9., uncollected taxes and earned but unused vacation
leave).

Both of the government-wide financial statements distinguish functions of the
Town of Framingham that are principally supported by taxes and intergovern-
mental revenues (govemmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The government activities of the Town of Framingham
include general government, public safety, education, public works, health and
human services, and culture and recreation. The business-type activities of the
Town of Framingham include Water, Sewer and Arena activities.

Fund financial statements, A fund is a grouping of related accounts that is
used to maintain control over resources that have been segregated for specific
activities or objectives. The Town of Framingham, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the Town of Framingham
can be divided into three categories: governmental funds, proprietary funds and
fiduciary funds.

Governmental funds. Govemmental funds are used to account for essentially
the same functions reported as governmental activities in the governmenLwide
financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows
of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a
government's near-term fi nancing requirements.

Because the focus of governmental funds is narrower than that of the govern-
ment-wide financial statements, it is useful to compare the information presented
for govemmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may
better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures and changes in fund balances provide a
reconciliation to facilitate this comparison between govemmental funds and
governmental activities.

The Town of Framingham maintains in excess of 100 individual governmental
funds. Information is presented separately in the governmental fund balance
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sheet and in the govemmental fund statement of revenues, expenditures and
changes in fund balances forthe general fund and the High School Renovation
fund, which are considered to be major funds. Data from the other governmental
funds are combined into a single aggregated presentation.

The Town of Framingham adopts an annual appropriated budget for its general
fund. A budgetary comparison statement has been provided for the general fund
to demonstrate compliance with this budget.

Proorietarv funds. The Town of Framingham maintains two different types
of proprietary funds. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial state-
ments. The Town of Framingham uses enterprise funds to account for its Water,
Sewer and Arena operations. Internal service funds are an accounting device
used to accumulate and allocate costs internally among the Town of Framing-
ham's various functions. The Town of Framingham uses internal service funds
to account for its self-insured employee health program. Because this service
predominantly benefits governmental rather than business-type functions, they
have been included within governmental activities in the govemment-wide
financial statements.

Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary fund financial state-
ments provide separate information for the Water, Sewer and Arena operations.
Water and Sewer are considered to be major funds of the Town of Framingham.

Fiduciary funds. Fiduciary funds are used to account for resources held for
the benefit of parties outside the government. Fiduciary funds are not reflected
in the government-wide flnancial statements because the resources of those
funds are not available to support the Town of Framingham's own programs.
The accounting used for fiduciary funds is much like that used for proprietary
funds.

Notes to financial statements. The notes provide additional information thai is
essential to a full understanding of the data provided in the govemment-wide and
fund fi nancial statements.

Other information. In addition to the basic financial statements and accom-
panying notes, this report also presents certain required supplementary informa-
tion concerning the Town of Framingham's progress in funding its obligation to
provide pension benefrts to its employees.

GOVERNMENT.WIDE FINANCIAL ANALYSIS

The following is a summary of condensed govemment-wide financial data for the
current and prior fiscal years (in thousands).

c.
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Current and other assets
Capital assets

Total assets
Long-term liabilities outstanding
Other liabilities

Total liabilities
Net assets:
lnvested in capital assets,
net of related debt

Restricted
U n restricted

Total net assets

Revenues:
Program revenues:

Charges for services
Operating grants and
contributiona

Capital grants and
contributions

General revenues:
Prop€rty taxes
Excises
Penalties and interest

Expenses:
General govemment
Public safety
Education
Public works
Human services
Culture and recreation
Employee benefits
lnterest
Intergovemmental
Water
Sewer
Nonmaior

Totial expenses
lncrease in net assets
before transfers

Transfers
Increase in net asseb
Net assets - b€ginning of year
Net a$ets - end of year

Governmental
Activities

2005 2004
$ 51,720 $ 58,965

146.528 131.833
198,248 190,798
51,129 49,459
76.533 74.569

127,662 124,068

44,629 39,372
1,938 2,913

24 .019 24 .445
$_70-586 $-A6fi0

Govemmental
Activities

2005 2004

$ 10,443 $ 9,850

48,524 41,752

2,117 4,352

123,810 117,966
7 ,326 8,967
1 ,499 1 ,157

14,183
I ,029

____J.J_4!
200,980

Business-Type
Activities

2005 2004

$ 22,047 $ 18,299
45.055 41,339

67j02 59,638

11,743 8,024
3.993 3.470

15,736 11 ,494

37,051 34,403

14.315 13.741

$ 51360 $ ttEJ44

Total
2005 2004

$ 73,767 $ 77,264
191 .583 173.'�t72
265,350 250,436
62 ,87? 57 ,523
80.526 78.039

143,398 135,562

81 ,680 73,775
1,938 2,913

38.334 38.186

$ 121.952 $ 114.82{

CHANGES IN NET ASSETS

Grants and contibutions not
restricted to speciflc programs 15,028

Investnent in@me 1 ,157
Miscellaneous 1.395
Total ravenues 211,299

Business-Type
Activities

2005 2004

$ 2s,962 $ 21,383

163 94
---i- --------:-
26,125 21,477

o ion o ioo
11,198 10,767

509 352
21.398 19.718

4,727 1 ,759
( 1.505) { l_!{0)

J, IZZ 4 r  O

48.144 47.931

$ 5il166 $ ttgJ44

Total

8,617 7,980
22,740 22,024

1'�13,162 105,005
11 ,595 9,778
1 ,025 991
4,966 4,375

39,246 35,148
3,999 3,906
u,u,rr 3,319

208.948 192.529

2,351 8,451

1.505 1 .546

3,856 9,997

66.730 56,733

$ _70t86 $ __66J30

2005

$ 36,405

48,524

2,117

123,810
a . J Z O

1,499

15,028
1 ,320
1 ?OA

237 ,424

8 , 6 1 7
22,740

414 ' l  a ,

1 1 ,595
1,025
4,966

39,246

o Aot

11 ,198
509

230.346

7,078

'7 .l7A

'l't4.874

$ 1211152

2004

$ 31,233

41,752

4,352

117,966
8,967
1,157

14,183
1  1 t ?

1.724
2?2,457

7,980
22,024

105,005
9,778

991
4,378

35,148
3,906
3,319
8,599

10,767
352

2'12.247

't0,210

10,210

104.664

$ 114.814
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As noted earlier, net assets may serve over time as a useful indicator of a
government's financial position. In the case of the Town of Framingham, assets
exceeded liabilities by $ 121 ,952 at the close of the most recent fiscal year.

The largest portion of the Town of Framingham's net assets (67%) reflects its
investment in capital assets (e.9., land, buildings, machinery and equipment),
less any related debt used to acquire those assets that is still outstanding. The
Town of Framingham uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the
Town of Framingham's investment in its capital assets is reported net of related
debt, it should be noled that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities.

An additional portion of the Town of Framingham's net assets (2%) represents
resources that are subject to external restrictions on how they may be used
(e.9., grants and trust funds). The remaining balance of unrestricted net assets
is $ 38,334, which includes amounts that are available for use as of June 30,
2005, and other amounts, though measurable, that will not be available until
subsequent periods (e.9., unrestricted fund balances subject to appropriation,
taxes and charges billed but not yet collected).

At the end of the cu rrent fiscal year, the Town of Framingham is able to report
positive balances in all three categories of net assets, both for the government
as a whole, as well as for its separate governmental and business-type activities.

Governmental activities, Governmental activities for lhe year resulted in an
increase in net assets of $ 3,856. Key elements of this increase are as follows
(in thousands):

Excess of revenues over expenditures:
General fund
Special revenue funds
lnternal service fund
General fund transfers from enterprise funds

Subtotal

Debt service principal paydown in excess of depreciation
Grants and contributions used for capital assets
Other

Total

Business-tvpe activities. Business-type activities for the year resulted in an
increase in net assets of $ 3,222. Key elements of this change are as follows (in
thousands):

$ 243
2.  n1-7

( 38)

$3.22

$ (2,960)
( 408)
2,187
1.505

324

1,039
2,109

3U

$ 3-856

Water Fund
Sewer Fund
Nonmajor Fund

Total
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D. FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As noted earlier, the Town of Framingham uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

Governmental funds. The focus of the Town of Framingham's governmental
funds is to provide information on near-term inflows, outflows and balances
of spendable resources. Such information is useful in assessing the Town of
Framingham's financing requirements. ln particular, unreserved fund balance
may serve as a useful measure of a government's net resources available for
spending at the end of the fiscal year.

As of the end of the cunent fiscal year, the Town's governmental funds reported
combined ending fund balance deficit of $ (24,648), a deficit increase of
$ (12,482) in comparison with the prior year. This deficit increase is primarily
a function of short-term financing of the Framingham High School Renovation
Project because project expenditures are recorded but bond anticipation note
proceeds are not recognized as revenue to offset the expenditures. The nega-
tive impact of the Project on fund balance will be reversed in a future period
when short-term debt is converted to long-term financing.

A portion of the fund balance is reserved to indicate that it is not available for
new spending because it has already been committed (1) to liquidate contracts
and purchase orders of the prior period ($ 9,429) and (2) to be used as a funding
source for the subsequent budget ($ 3,707).

The general fund is the chief operating fund of the Town. At the end of the
current fiscal year, u nreserved undesignated fund balance of the general fund
was $ 4,104 while total fund balance was $ 9,100. As a measure of the general
fund's liquidity, it may be useful to compare both unreserved fund balance ano
total fund balance to total fund expenditures. Unreserved fund balance repre-
sents 2.3olo of total general fund expenditures, while total fund balance repre-
sents 5.0% of that same amount. Management has established $ 369 of the
general fund balance to pay the debt service on the curent notes payable. The
following table highlights the change in our General fund balance accounts (in
thousands):

Unreserved Reserves Desiqnations Total

Beginning of year
Use of fund balance
Revenues in excess of budget
Expenditures under budget
Increase in uncollected taxes
Other
Transfers

End of Year

$ 4,975
(3,532)
1,782
1  , 195

( 438)
( 267)

389

$ 4J!_E1

I

$ 5,385

:

( 758)

$ 4.022

369

$ 36e

$  1 1 , 0 1 5
( 4.187)

1,782
1 , 1 9 5

( 438)
( 267)

$ __9J_00
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Proorietary funds, The Town of Framingham's proprietary funds provide the
same type of information found in the government-wide financial statements,
but in more detail.

Unrestricted net assets of the enterprise funds at the end of the year amounted
to $ 14,315. The total growth in net assets was $ 3,222 Other factors concern-
ing the finances of these three funds have already been addressed in the discus-
sion of the Town of Framingham's business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original budget and the final amended budget resulted
in an overall increase in appropriations of $ 2,174, primarily due to an increase in
education of $ 968, public safety of $ 277, employee benefits of $ 250, and
transfers to the stabilization fund of $ 600. The additional appropriations were
funded by an increase in State aid and use of free cash related to premium on
borrowings,

CAPITAL ASSET AND DEBT ADMINISTRATION

Gapital assets. The Town of Framingham's investment in capital assets for
its governmental and business-type activities as of June 30, 2005 amounts to
$ 191 ,583 (net of accumulated depreciation). This investment in capital assets
includes land, buildings, system improvements, machinery and equipment, park
facilities, roads, highways and bridges.

Major capital asset events during the current fiscal year included the following:

. Completion of construction of the Framingham High School has been ex-
tended to the summer of 2006. To meet additional cost needs, in October
2004, the Town appropriated an additional $ 5,237 for the renovation, addi-
tion and equipping of the Framingham High School. This appropriation is in
addition to the initial appropriation of $ 54,000. Total architectural design
and construction costs are now estimated at $ 59,237. This project is being
financed through the issuance of debt that was excluded from the limits of
Proposition 2 lzby voter referendum. The project has been approved for
90% reimbursement from the Commonwealth of Massachusetts under the
guidelines for school building projects in districts with approved Racial
Balance plans. As of June 30, the Town has issued bond anticipation notes
for this project totaling $ 51,000 and bonds totaling $ 3,000.

r ln October 2003, Town Meeting authorized $ 1,800 in borrowing to pur-
chase an existing building and convert it into a Senior Center. These
funds, combined with an additional $ 1,800 in donations, were used to
purchase land and building in July 2004. The Senior Center was opened
the summer of 2005. At the 2005 Annual Town Meeting, the Town

I
I
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authorized an additional $ 372 for renovations on the second floor to be
completed by the fall of 2006.

The Doeskin Water project was completed during the spring of 2005. The
total costs of $ 2,340 will be funded by assessing a betterment charge
equally to the owners of the 84 parcels benefiting by the improvements.
The owners have the option to pay the assessment back at their option up
to 20 years.

Town replaced the roof at Walsh School for a cost of $ 1,600 during the
year.

o During Jiscal 2005, the Department of Public Works continued its policy on
repairing or replacing water mains. Along with continuing other projects, the
Town started the replacement of the water and sewer mains under Franklin
Street. The appropriation for phase 1 was $ 2,436. Phase 2 of the project
was approved at the annual town meeting which added an additional
$ 1 ,420 of funding. Portions of the funding for this project was received
from the MWRA's local pipeline assistance program loans which provide
interest free loans to be paid over a ten year term.

The following is a summary of the Town's Capital Assets for the current and prior
fiscal years (in thousands):

CAPITAL ASSETS
(net of depreciation)

June 30. 2005 and 2004

Govemmental Business-Type
Activities Activities Total

2005 2004 2005 ?o04 2005 2004

Land $ 17,985 g 17,273 $ 640
Buildings and improvements 69,826 69,509 1,689
Machinery and equipment 3,808 2,784 863
Vehicles 3,399 3,314 1,572
lnfrastructure 36,075
Construction in progress 51.510 38.953 4.216

$ 640 $ 18,625 $ 17,913
1,496 71,515 71,005

659 4.671 3.443
693 4,971 4,007

36,640 36,075 36,640
1.211 55.726 40j64

$ tfliilg $ 19L5f13 $ 1fil12Total $ 146528 $1it1-833 $45.055

Additional information on the Town of Framingham's capital assets can be found
in the footnotes to the financial statements.

Lonq-term and short-term debt. Atthe end ofthe current fiscal year, the
Town of Framingham had total bonded debt and anticipation notes outstanding
of $ 121 ,027 , all of which was debt backed by the full faith and credit of the
governmenl.

The following is a summary of the Town's Outstanding Debt for the current and
prior fiscal years (in thousands):

I U
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OUTSTANDING DEBT
General Obligation Bonds and Anticipation Notes

June 30, 2005 and 2004

Governmental Business-Type
Activities Activities Total

2005 20u 2005 2004 2005 2004

General obligation bonds $ 55,560 $ 54,692 $12,892 $ 8,706
Bond anticipation notes 51.491 52.036 1.084 1.327

$ 68,452 $ 63,398

Total $ l!z-05555555555555555555555555555555555555555555555555555555555555555555555555555555555555555555555555555551, $ 106J28 $ X1976 $ 1-0-033 $ 1Z-A2t $ ll-6Jet

The Town of Framingham maintains an "Aa3" rating from Moody's for general
obligation debt.

State statutes limit the amount of general obligation debt a governmental entity
may issue to 5% of its total assessed valuation. The current debt limitation for
the Town of Framingham is $ 4'10,91 1 , which is significantly in excess of the
Town of Framingham's outstanding general obligation debt.

Additional information on the Town of Framingham's long-term debt can be found
in the footnotes to the financial statements.

G. ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

. The unadjusted unemployment rate for the Town of Framingham is
currently 3.9olo (annual), whiah is an increase from a rate of 3.8% a year
ago. This compares to the States unemployment rate of 4.8o/o and the
national rale of 5.2o/o.

r Inflationary trends in the region compare favorably to national indices.

. The above factors were considered in preparing the Town of Framingham's
budget for the 2006 fiscal year.

r During the current fiscal year, unreserved fund balance in the general fund
increased to $ 4,103. In addition, the Town of Framingham has appropri-
ated $ 3,352 of'Tree cash'and "overlay surplus" to finance the FY06
general fund operating budget.

. The Town canied a deficit of $ 371 in the Snow& lce Removal account
which by statute, will need to be raised in the FY06 Tax Rate.

. The $ 4,064 of 'free cash' certified by the Massachusetts Department of
Revenue as of July 1,2004 is available, subject to appropriation, to finance
FY06 and FY07 exoenditures.



REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Town of
Framingham's finances for all those with an interest in the government's finances.
Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to:

Town Accountant
Town of Framingham

Memorial Building
150 Concord Street

Framingham, Massachusetts 01 702
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TOWN OF FMMINGHAM, MASSACHUSETTS

Statement of Net Assets

June 30, 2005

Governmental
Activities

I
I
T

ASSETS
Cunent:

Cash and short-term investments
Investmsnts
Receivables, net of allowance for uncollectiblBs:

Property taxes
Motor vshiclo exclse
User fees
DBpartmsntal and other
I ntergovemmental

Other assets
Noncunent:

Receivables, net of allowance for uncollectiblss:
Property tiaxes
Departmental and other

Other assets
Land and construction in progross
Other capital assots, net

of accumulated depreciation

TOTAL ASSETS

LIABILlTIES
Current:

Warants payabls
Accounts payabl€
Retainage payable
Accrued liabilities
Tax refunds payabls
Notes payabl€
Other liabilities
Current portion of long-term liabilities:

Bonds payable
Compensatad absences
Capital loasas
Other liabilities

Noncurrent:
Bonds payable
Compensated absences
Capital leases
Other liabilltiss

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:

Granls and other statutory restrictions
Permanent funds

U nrestricted

TOTAL NET ASSETS

See notes to financial statements.

37,614,020
3,238,195

1,546,958
972,370
143,176
48,297

4,679,946
70,985

2,843,226
292,185
270,365

69,495,569

77,032,503

198,247,815

2,303,431
4,837,762
't,412,279

7,352,106
1,561,690

51,491,318
103,874

5,526,312
1,789,392

155.235

50,034,076
832,635
261,650

Business-Type
Activitias

$ 13,380,048

8,460,188

22.910

Total

50,994,068
3,238,195

1,546,958

8,603,364
48,297

4,679,946
93,895

2,843,226
292,185
453,663

74,351,104

117,232,375

265,349,646

3,438,837
5,020,315
1,412,279
7,564,923
1,561 ,690

52,575,000
'103,874

6,805,844
1,872,170

155,235
16,208

61,645,977
834,325
261,650
129,663

127,661,760

44,629,051

1,472,918
464,790

24,019,296

$___29,59q,099_

1 3

183,275
4,855,535

40,199,872

67,101,831

1,135,406
182,553

212.817

,',ogs,ig,

1,279,532
82,778

16,208

1 1 , 6 ' 1 1 , 9 0 1
1,690

'129.663

*raarat

37,050,795

14,314,806

$_!1!9!,691_

143,397,990

81,679,846

1,472,918
464,790

38,334,102

$ 121,951,656

I

I

I
I
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TOWN OF FRAMINGHAM. MASSACHUSETTS

RECONCILIATION OF TOTAL GOVERNMENTAL FUND
BALANCES TO NET ASSETS OF GOVERNMENTAL
ACTIVITIES IN THE STATEMENT OF NET ASSETS

JUNE 30, 2005

Total governmental fund balances

. Capital assets used in governmental activities are not
financial resources and, therefore, are not reported in
the funds.

Revenues are reported on the accrual basis of accounting
and are not defened until collection.

Intemal services funds are used by management to account
for health insurance and workers' compensation activities.
The assets and liabilities of the internal service funds are
included in the governmental activities in the Statement
of Net Assets.

r In the statement of activities, interest is accrued on outstand-
ing long-term debt, whereas in governmental funds interest
is not reported until due.

. Long-term liabilities, including bonds payable, are not due
and payable in the cunent period and, therefore, are not
reported in the governmental funds.

Net assets of governmental activities

$( 24,648,427)

146,528,072

8,055,020

83,624

( 832,934)

(58599300)

$ z0t8s-055

See notes to financial statements.
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TOWN OF FRAMINGHAM, MASSACHUSETTS

RECONGILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2OO5

NET CHANGE IN FUND BALANCES.TOTAL GOVERNMENTAL FUNDS

o Govemmental funds report capital outlays as expenditures.
However, in the Statement of Activities the cost of those assets is
allocated over their estimated useful lives and reoorted as
depreciation expense:

Capital outlay purchasesidisposals, net

Depreciation
Loss on disoosal of assets

Revenues in the Statement of Activities that do not orovide
cunent financial resources are fully defened in the Statement of
Revenues, Expenditures and Changes in Fund Balances.
Therefore, the recognition of revenue for various types of
accounts receivable (i.e., real estate and personal property,
motor vehicle excise, etc.) differ between the two statements.
This amount represents the net change in deferred revenue.

The issuance of long-term debt (e.9., bonds and leases) pro-
vides cunent financial resources to govemmental funds, while
the repayment of the principal of long-term debt consumes the
financial resources of govemmental funds. Neither transaction,
however, has any effect on net assets:

lssuance of debt
Repayments of debt
BAN premium, net of cunent year amortiz'ation
Defened debt amortization
Capital l€ase financing, net

. In the statement of activities, interest is accrued on outstanding long-
term debt, whereas in govemmental funds interest is not reported
until due.

. Some expenses r€ported in the Statement of Activities, such as
accrued interest and compensated absences, do not require the
use of cunent flnancial resources and, therefore, are not reported
as expenditures in the govemmental funds.

Compensated absences
. Intemal service funds are used by management to account for health

insurance and workers' compensation activities. The net activity of
intemal service funds is reported with Governmental Activities.

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

See notes to financial statements.

I
I
I
I
I
I
I
I
I
I
I
t
T

$ (12,482,465)

19,673,862
( 4,786,6s0)
( 1e2,570)

625,42

6,695,400)
5,826,622

366,274
33,798)

416,885)

28,535

( 244,13e)

2.187.352

$ _3-856-00!
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TOW{ OF FRAMINGHAM, MASSACHUSETTS

Proprietary Funds

Statement of Net Assets

June 30, 2005

Business-Type Activlttss
Ent€mrise Funds

I
Water
FundI

I
t
t
I
t
I
I
I
I
I
I
t
I
I

Sewer
Fund

Nonmajor
Fund

$ 120,909

Totral

$ 13,380,048

8,460,188
22,9't0

21,863,146

183,278
4,855,535

,10,'l 99,872

45,238,685

67,101,831

1,135,406
182,553
212,417

1,083,682

1,279,532
42,778
16,208

3,992,976

11,611,901
't,690

129,663

1't,743,254

15,736,230

37,050,795
14,314,806

$_!1,39!€91-

Govemmental
Activities
lotemal
Service
Funds

$ 3,879.790
Cun€nt;

Cash and shod-term invGtnents
User f6q9, net of allowanca
lor uncollectibles

Other assets

Total cungnt assets

Noncunent:
Otier assets
Land and consbuclion h progress
Other capital assets, net

ot accumulatod depreciatjon

Total noncunent assets

TOTAL ASSETS

LTABILITIES
Currenl

Wanants payable
Accounb payable
Accrued liabilities
Notes payable
Cunent porlion of loog-t€rm liabilities:

Bonds payable
Compensat€d absences
Other liabilltles

Total cunent liabililies

Noocunent:
Bonds and notes payabl€
Compensated absences
Other liabilities

Total noncunent liaiilities

TOTAL LI,ABILMES

$ 5,757,447

3,843,615
22,910

9,6?4,012

2,480,295

26,965,975

igfgac_

876442
9,922

133,922
1,033,682

77 t,995
39,794

-------:-

2,865,757

8,448,780
812

8,449,592

11,315,349

7,501,652

4,616,573

12,118,225

1,968,414

12,658,413

14,626,427

26,745,052

257,832

u.u4
50,000

458,537
33,520
16,m8

880,741

2,748,'t21
684

129,663

2,478,464

3,759,209

14,177,4'14
8,808,429

$ 22p!9{19_

120,909

406.826

575,484

982,3 t 0

1 ,103,219

,t,132

172,631
14,2-6.1

49,000
9,464

246,478

415,000
194

415,194

661,672

536,449
(94,902)

$__glgl

3,879,790

3,257

3,792,909

3,796,'t66

NET ASSETS
lnv€siad in caplbl a8sets, net of relabd &bt 22,336,932
Unrestdcted 5,601,279

TOTALNETA,SSETS $ 27,938,211

See notes to finarcial slalsDEnls.

3,796,166

8:i,624

t ta*
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TOWN OF FMMINGHAM, MASSACHUSETTS

Propdetary Funds

Stiatgmcnt of Revenues, Expens€$ and Chang€s in Fund l'l€t Assets

For th6 Year Ended June 30, 2005

Busin€68-Type AclivltiEs
EnterDrise Funds

s 10,69E,023
6,289

10,704,312

1,629,776
1,95,r,482

78€,244
4,972,946

146,292

9,491,714

1,212,ffi

69,44E
(199,712)

(130,24+)

1,082,304

(839,582)

42,722

27,695,489

$lz!99,211_

$ 13,717,415
1,176,91

't4,893,956

1,203,04E
1,082,338

619,030
8,241,392

11,145,60E

3,744,144

92,668
(52,309)

_4999_
3,7Ef,707

(771,7441

3,016,963

19,968,880

s_4,sg!'E1g_

$ 320,195
__-g&.

3tt3,62{)

288,780
167,392
31,384

---------:-

4E7,556

(r23,936)

1,U4
121,4411

(20,097)

(144,03:l)

199,'t64
(93,036)

(37,907)

_-gg&_
$_lltgl

Total

$ 24,735,633
1,226,2#

25,961,888

3,121,604
3,204,212
1,436,662

13,214,3i!8
146,292

163,660
(273,462\

(109,802)

4,7?s,978

199,164
(1,704,36,*)

3,221,778

4E,143,623

$gg

Gov€mmental
Actlvitles
lntemal
Selvics
Fund

$ 30,978,832

30,978,832

28.9?2'48

:

Nonmaior
Fund

Openfng Revanuat:
Charg6 for sorvlce3
Other

Tohl OpergtirE Rsv€nu€s

Opgrathg Erporuos:
Salari€s and w?ggs
Op€rating 6xp6tl3ss
D€prsciation
Intergovemm6ntal
OthEr

Total Opgrating Exp€nse8

Operating In6ome (LoG€)

Nonopordlng Revonu{ (E!ecntcr):
Inwstnent lncomo
Intgrest 6xp9n€e

Toial l.lonope|atlng Revonuss (Exp6nses), N€t

Incom€ Bqfg|r TransfoE

Tr|ntfErr:
Transfers in
TransfErs out

Change in Net Ass€ts

Net A8s€tB at Beginning ot Year, as r€atrated

Net A6s6ts at End of Yoar

21125,10A 28,922,46

4,836,780 2,056,346

131,006

't31,006

2,147 352

273,24
1273,2?6\

2,147 352

JZWL
$_____99.€!1_

Se6 notes to flnanclal sbtsm€ntE.
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TOWN OF FRAMINGHAM, MASSACHUSETTS

Plopdstary Funds

St6t6fient of Cash Flor/8

For th€ Year Ended Jun6 30, 2005

Cash Flow3 Frod Oo.r.tlnd Actlvllhr:
R€ceipts ftom drstorr€fa ancl uso6
PaynentE to vondo6
Payrient6 to employ€€s

Net cash Provid€d By (U6€d For) Operating Adivilios

Cash Flows Fro Noncroltal Fln.nclnd Acllvhlac:
Transfg6 in
TEnsfer oul

Net Cash Provid€d by (U66d For) Noocafttal Financing Acwit6s

C.!h Flows Frod C ttll .nd R.laLd Flnlnclno AcllvllLr:
Proc€ed8 from iEsuanc€ ot bonds and notas
Acoulsilion and constnrc'llon of caoibl a8s€t8
Pdncip€l poynonts on bonds end nol€6
lnterest expenGe

N6t Cssh (Usod For) Captt€l end Rslatad Financing Aclivities

Ce3h Flor3 Froor Inye.llno Actlvld6:
Invgstmeot incollr€

N€l ChangE in c€sh and Shod-T€m Invoatrn€nts

Ca6h and Shorl-T6.m lnvsstr€ntE, BaoionirE of Y€ar

Cash and Short-Tgtrfi Inve6tnenls, End of Yaar

R.concllladon ot Oocf.dna lncom. to Not Ce3h
Pmvld.d bv lLr3rd For) O!.Ifll|rd Acttulfi.r:

Oporallng incomo (lo38)
Adjuslments to roconqb opgratng Income (lo8s) to nEt
cash pFvid€d by (u56d for) op€lating actlvltles:

Depr€ciation
Chang66 in a66€ts and liebililias:

Us€l f€e6
olh6r ss$ta
Wa.rdnts p€yEble
Acafu€d lhbili!€6
Oh€r liabilitieE

N6l Cash Prcvid gy (Used For) Op€raling Activiti€s

$ 10,048,177
(6,715,391)
(1,649,597)

1,643,249

8M,959
(1,644,54r )

(839,582)

4,712,5t7
(28s6,156)
(1,Sr7,3s1)

(19s,712)

|3.o,742)

69,44€

5,145,114

$-.!ryz-

$ r,212,568

7AA,24a

(694,s53)
22,910

315,505
stt,1s2
(19,E21)

$ I,663,2,1s

SewBr
Fund

$ t4,697.959
(9,s83,24O)
(,m7,2lo)

4,r07.509

1,668,767
(2,440,511j

(t71,ltt,

2,101,065
(2,255,141\

1982,243)
(52,309)

(1 ,112,e29'�)

92,868

2,316,005

5.185,647

s 7,501,852

I 3,748,1,18

819,030

(198,100)

(65,820)
a,422
(4.162)

$ 4.107,s0€

Nonrnaior
Fund

$ 366,83S
(167,302)
(285,509)

(86,062)

199,'164
(93,038)

106,'126

(sl,170)
121,4411

1t2,611)

't,344

(51,203)

172 ,112

$__1?9.999_

$ (123,e38)

31,384

681
2,708
3,101

$ (66,062)

Total

, 25,112,975
(16,265,963)
(3,142,316)

5,704,696

2,672,890
(4,178,09O)

(1,5O5,20O)

6,873,582
(5,155,297)
(2830,804)

1279,462'�r

(1J85.981)

---------,1=r:::-

2,8n,175

'10,502,873

s_lg!99E!_

$ 4,836,780

1,€a,662

(892,462)
22,510

250,365
6S,322
{20,882)

$ 5,704.696

13t,006

2,166,647

' t ,713,143

$ 3,87S,790

$ 2,056,346

,,ta,
(23,s37)

s 2,035,641

Busincss-Typ€ Aclivilbs
Enterpfu€ Funds

Gowmfiental
Ac{ivilies
lniemal
Seruica

Fund

$ 30,978,832
(28,943,191)

2,035,641

273,225
QB,226)

I

S6e mt€s to frnarcial atabm€nts.
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TOWN OF FMMINGHAM, MASSACHUSETTS

Statement of Fiduciary Net Assets

Fiduciary Funds

June 30, 2005

T
I
I
I
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Pension Trust
Fund (as of

December 31 . 2004)

$ 530,408
154,451,543

1s4,981 ,951

2,715
3,832,626

3.835.341

$ 5,802,911

5,802,911

Agency
Funds

ASSETS

Cash and short-term investments
lnvestments

Total Assets

LIABILITIES AND NET ASSETS

Accounts payable
Deferred revenue
Other liabilities

Total Liabillties

Total Net Assets Held in Trust For Pension Benefits $  151 ,146 ,610

5,802,9'1 1

5,802,911

See notes to financial siatements.
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TOWN OF FMMINGHAM, MASSACHUSETTS

Statemeni of Changes in Plan Net Assets
Pension Trust Fund

For the Year Ended December 31, 2004

I
I
I
I
I
I
I
I
I
I
I
I
I
I

Additlons:
Contributions:

Employers
Plan members
Reimbursements from Foderal grants
Reimbursements ftom Commonwealth of Massachusetts
Reimbursements from olher systems

Total contributions

lnvestment lncome:
Interest and dividends
Realiz€d gain
Unrealiz€d appreciation in market value

Net investm€nt income

Total additions

Deductions:
Benefit paymgnts to plan members and beneficiaries
Reimbursements to other systems
Refunds and transfers of plan member accounts to other systems
Adminisfstive expenses

Total deductions

Net increasg

Net assob hold in truEt for p€nslon benetits:
Beginning of Year

End of Year

$ 7 ,522,325
3,850,569

89,620
291,113
762,152

12,515,779

13,432
1 ,404,835

17,794,678
19,212,945

31,728,724

13,632,688
356,301

1 ,086,610
215 ,130

15,2sq,729

16,437,995

134,708,615

$  151 ,146 ,610

I
I

See notes to financial statements.
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TOWN OF FRAMINGHAM, MASSACHUSETTS

Notes to Financial Statements

1. Summarv of Siqnificant Accountinq Policies

The accounting policies of the Town of Framingham (the Town) conform
to generally accepted accounting principles (GAAP) as applicable to govern-
mental units. The following is a summary of the more significant policies:

A. Reoortinq Entitv

The govemment is a municipal corporation governed by an elected Board
of Selectmen. As required by generally accepted accounting principles,
these flnancial statements present the government and applicable com-
ponent units for which the government is considered to be financially
accountable.

Blended Component Units - Blended component units are entities that
are legally separate, but are so related that they are, in substance, the
same as the primary government, providing services entirely or almost
entirely for the benefit of the primary govemment. The following com-
ponent unit is blended within the primary govemment:

In the Fiduciary Funds: The Framingham Contributory Retirement System
which was established to provide retirement benefits primarily to employ-
ees and their beneficiaries. The System is presented using the accrual
basis of accounting and is reported as a pension trust fund in the fiduciary
fund financial statements. Additional financial information of the System
can be obtained by contacting the System located at 150 Concord Street,
Framingham, M401702.

B. Govemment-Wide and Fund Financial Statements

Government-Wide Financial Statements
The government-wide financial statements (i.e., the statement of net
assets and the statement of changes in net assets) report information
on all of the nonfiduciary activities of the primary government. For the
most part, the effect of interfund activity has been removed from these
statements. Govemmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from
buslness-fype activities, which rely to a significant extent on fees and
charges for support. Likewise, the pimary government is reported
separately from certain legally separate component units for which
the primary government is financially acc,ountable.
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The statement of activities demonstrates the degree to which the direct
expenses of a given function or segment are offset by program revenues.
Direct expenses are those that are clearly identifiable with a specific func-
tion or segment. Program revenues include (1) charges to customers
or applicants who purchase, use, or directly benefit from goods, services,
or privileges provided by a given function or segment and (2) grants
and contributions that are restricted to meeting the operational or capital
requirements of a particular function of segment. Taxes and other items
not properly included among program revenues are reported instead as
general revenues.

Fund Financial Statements
Separate financial statements are provided for governmental funds' pro-
prietary funds and fiduciary funds, even though the latter are excluded
from the government-wide financial statements. Ma.ior individual govern-
mental funds and major individual enterprise funds are reported as
separate columns in the fund financial statements.

C. Measurement Focus. Basis of Accountinq, and Financial Statement
Presentation

Government-Wide Financial Statements
The government-wide financial statements are reported using the econ-
omic resources measurement focus and the accrual basis of accounting,
as are the proprietary fund and fiduciary fund financial statements. Reve-
nues are recorded when earned and expenses are recorded when a lia'
bility is incuned, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligi-
bility requirements imposed by the provider have been met. As a general
rule, the effect of interfund activity has been eliminated from the govern-
ment-wide financial statements.

Amounts reported as prcgram revenues include (1) charges to customers
or applicants for goods, services, or privileges provided, (2) operating
grants and contributions, and (3) capital grants and contributions, includ-
ing special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general
revenues include all taxes and excises.

Fund Financial Statements
Governmental fund financial statements are reported using the currenf
financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measur-
able and available. Revenues are considered to be available when they
are collectible within lhe current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government con-
siders property tax revenues to be available if they are collected within 60
days of the end of the current fiscal period. All other revenue items are

I
I
I
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considered to be measurable and available onlywhen cash is received by
the government. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expendi-
tures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

The government reports the following major govemmental funds:

o The generalfund is the government's primary operating fund.
It accounts for all financial resources of the general government,
except those required to be accounted for in another fund.

. The high school renovation fund accounts for all costs related to
construction of the new high school.

Proprietary funds distinguish operating revenues and expenses from non-
operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with
a proprietary fund's principal ongoing operations. The principal operating
revenues of the enterprise fund are charges to customers for sales and
seryices. Operating expenses for enterprise funds include the cost of sales
and services, administrative expenses and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

Private-sector standards of accounting and financial reporting issued prior
to December 1, 1989 generally are followed in both the government-wide
and proprietary fund financial statements to the extent that those standards
do not conflict with or contradict guidance of the Govemmental Accounting
Standards Board. Governments also have the option of following subse-
quent private-sector guidance for their business-type activities and enter-
prise funds, subject to this same limitation. The government has elected
not to follow subsequent private-sector guidance.

The government reports the following major proprietary funds:

. The water fund is used to report the Town's water enterprise fund
operations.

o The sewer fund is used to report the Town's sewer enterprise fund
operations.

ln addition, the Town also maintains an enterprise fund for Arena activi-
ties, which is reported as a nonmajor fund.

The self-insured employee health program is reported as an intemal
seruice fund in the accompanying financial statements.

The penslon trust fund accounts for the activities of the employees
Contributory Retirement System, which accumulates resources for
pension benefit payments to qualified employees.
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The agency fund is custodial in nature and is used to account for funds
held for others.

Cash and Short-Term lnvestments

Cash balances from all funds, except those required to be segregated
by law, are combined to form a consolidation of cash. Cash balances
are invested to the extent available, and interest eamings are recognized
in the General Fund. Certain special revenue, proprietary, and fiduciary
funds segregate cash, and investment earnings become a part of those
funds.

Deposits with financial institutions consist primarily of demand deposits,
certificates of deposits, and savings accounts. A cash and investment
pool is maintained that is available for use by all funds. Each fund's por-
tion of this pool is reflected on the combined financial statements under
the caption "cash and short-term investments". The interest earnings
attributable to each fund type is included under investment income.

For purpose of the statement of cash flows, the proprietary funds consider
investments with original maturities of three months or less to be short-
term investments.

Investments

State and local statutes place certain limitations on the nature of deposits
and investments available. Deposits in any financial institution may not
exceed certain levels within the financial institution. Non-fiduciary fund
investments can be made in securities issued by or unconditionally guar-
anteed by the U.S. Government or agencies that have a maturity of one
year or less from the date of purchase and repurchase agreements guar-
anteed by such securities with maturity dates of no more than 90 days
from the date of purchase.

Investments for the Conkibutory Retirement System are fully invested in
the Commonwealth's Pension Reserve Investment Trust, and are carried
at fair value.

Prope ftv Tax Limitation s

Legislation known as "Proposition 2 112" limits the amount of revenue
that can be derived from property taxes. The prior fiscal yea/s tax levy
limit is used as a base and cannot increase by more than 2.5 percent
(excluding new growth), unless an override or debt exemption is voted.
The actual fiscal year 2005 tax levy reflected an excess capacity of
$24,22'�t.
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H.

lnventories

Inventories are valued at cost using the first-inifirst-out (FIFO) method.
The costs of governmental fund-type inventories are recorded as expendi-
tures when purchased rather than when consumed. No significant inven-
tory balances were on hand in governmental funds.

Capdal Assefs

Capital assets, which include property, plant, equipment, and infra-
structure assets (for enterprise funds only) are reported in the applicable
governmental or business-type activities columns in the government-wide
financial statements. Capital assets are defined by the government as
assets with an initial individual cost of more than $ 5,000 and an estimated
useful life in excess of two years. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of
donation.

The costs of normal maintenance and repairs that do not add to the value
of the asset or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as pro-
jects are constructed. Interest incuned during the construction phase of
capital assets of business-type activities is included as part of the capital-
ized value of the assets constructed.

Property, plant and equipment of the primary govemment, as well as
the component units, is depreciated using the straight-line method over
the following estimated useful lives:

I
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Assets

Buildings
Building improvements
Water/sewer infrastructure
Vehicles
Office equipment
Computer equipment

Compensated Absences

Years

40
7 -20

5 0 - 7 5
5 - 1 0
5 - 1 0

, ,

The government's policy is to permit employees to accumulate earned
but unused vacation and sick pay benefits. All vested sick and vacation
pay is accrued when incurred in the governmenfwide, proprietary and
fiduciary fund financial statements. A liability for these amounts is reported
in govemmental funds only if they have matured, for example, as a result
of employee resignations and retirements.

29
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Lonq-Term Obliqations

In the government-wide financial statements, and proprietary fund types in
the fund financial statements, long-term debt and other long-term obliga-
tions are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net assets.

Fund Eouitv

In the fund financial statements, governmental funds report reservations
of fund balance for amounts that are not available for appropriation or are
legally restricted by outside parties for use for a specific purpose. Desig-
nations of fund balance represent tentative management plans that are
subject to change.

Use of Estimates

The preparation of basic financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities
and disclosures for contingent assets and liabilities at the date of the basic
financial statements, and the reported amounts ofthe revenues and
expenditures/expenses during the fiscal year. Actual results could vary
from estimates that were used.

2. Stewardship. GomolianceandAccountabil i tv

A. Budqetary lnformation

At the annual town meeting, the Chief Financial Officer presents an
operating and capital budget for the proposed expenditures of the fiscal
year commencing the following July 1. The budget, as enacted by town
meeting, establishes the legal level of control and specifies that certain
appropriations are to be funded by particular revenues. The original
budget is amended during the fiscal year at special town meetings as
required by changing conditions. In cases of extraordinary or unforeseen
expenses, the Finance Commiftee is empowered to transfer funds from
the Reserve Fund (a mntingency appropriation) to a departmental
appropriation. "Extraordina4/ includes expenses which are not in the
usual line, or are great or exceptional. "Unforeseen" includes expenses
which are not foreseen as of the time of the annual meeting when
appropriations are voted.

Departments are limited to the line items as voted. Certain items may
exceed the line item budget as approved if it is for an emergency and for
the safety of the general public. These items are limited by the Massa-
chusetts General Laws and must be raised in the next yeafs budget.

Formal budgetary integration is employed as a management control
device during the year for the General Fund and Proprietary Funds.
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Effective budgetary control is achieved for all other funds through pro-
visions of the Massachusetts General Laws.

At year-end, appropriation balances lapse, except for certain unexpended
capital items and encumbrances which will be honored during the subse-
quent year.

Budqetarv Basis

The General Fund final appropriation appearing on the "Budget and
Actual" page of the fund financial statements represents the final amended
budget after all reserve fund transfers and supplemental appropriations.

B ud qet/ GAAP Re co n cil i ati o n

The budgetary data for the general and proprietary funds is based upon
accounting principles that differ from generally accepted accounting prin-
ciples (GAAP). Therefore, in addition to the GAAP basis financial state-
ments, the results of operations of the general fund are presented in
accordance with budgetary accounting principles to provide a meaningful
comparison with budgetary data.

The following is a summary of adjustments made to the actual revenues
and other sources, and expenditures and other uses, to conform to the
budgetary basis of accounting.

General Fund
Revenues/Expenditures
(GAAP basis)

Other fi nancing sources/uses
(GAAP basis)

Subtotal (GMP Basis)

Adjust tax revenue to accrual basis

Reverse expenditures of prior
year carMorwards

Add end of year appropriatior.
carMorwards to expenditures

Teachers' defenal

To reverse the effect of non-
budgeted State contributions
for teachers retirement

To reverse change in accrued
interest

Recognize other sources and uses

Budgetary basis

Revenues ExDenditures
and Other and Other

Financino Sources Financino Uses

$ 178,683,019 $ 181,643,200

2.581.217

181,264,236

438,436

1,193,746

( 14,872,906)

4.187.482

$ 112219A514

{ q?A ?o7
------]-!ll]44YY!

183,179,597

- ( 1,296,580)

939,526

1,392,704

( 14,872,906)

108,663)

$ 1_69233-678
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D. Excess of Expenditures Over Appropriations

Expenditures exceeding appropriations during the current fiscal year were
as follows:

Snow and lce

E. Deficit Fund Equitu/Net Assets

The following funds had deficits as of June 30, 2005:

High school renovation fund
Nonmajor governmental funds:

Bowditch TrackiField Restoration
Tercentennial Park - Phase ll
Community Development Block Grant
Save America's Treasures
Governo/s Highway Safety Bureau
Mass Turnpike

$ ( 371,056)

The deficits in these funds will be eliminated through future departmental
revenues, bond proceeds, and transfers from other funds.

Cash and Short-Term lnvestments

Custodial Credit Nsk - Deposffs. Custodial credit risk is the risk that in the
event of a bank failure, the Town's deposits may not be returned to it. Massa-
chusetts general law Chapter 44, section 55, limits deposits "in a bank or trust
company or banking company to an amount not exceeding sixty per cent of
the capital and surplus of such bank or trust company or banking company,
unless satisfactory security is given to it by such bank or trust company or
banking company for such excess." The Town does not have a deposit policy
for custodial credit risk.

As of June 30, 2005, $ 38,864,246 of the Town's bank balance of
$ 55,618,105 was exposed to custodial credit risk as uninsured, uncollateral-
ized, and collateral held by pledging bank's trust department not in the Town's
name. As of December 31, 2004, $ 225, 1 96 of the Contributory Retirement
System's bank balance of $ 833,187 was exposed to custodial credit risk as
uninsured, uncollateralized, and collateral held by pledging banks'trust
department not in the System's name.

Investments

A. Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not
fulfill its obligation to the holder of the investment. For short-term invest-
ments that were purchased using surplus revenues, Massachusetts

$ (47,127,2931

( 4,000)
( 27,325'�)
( 137,215)
( 8,370)
( 1,783)
( 24,561)
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general law, chapter 44, section 55, limits investments to the top rating
issued by at least one nationally recognized statistical rating organization
(NRSRos).

Presented below are the Town's investments at June 30, 2005, and,
where applicable, the average credit rating of the fixed income securities
(in thousands):

Exempt Ratino as of Year End
Fair From Not

Investment Tvoe Value Disclosure AAA Aa Rated

Certificates of deposits $ 90
Corporate bonds 38
Corporate equities 1,225
Mutual funds 642
Federal agenry securities 1.243

Total investments $3238 $l-802 $r-213 $-19 $ro

At December 31,2004, the Contributory Retirement System maintained its
investments in the State Investment Pool* with a fair value of $ 154,451,543.
This investment type is not rated.
*Falr value is the same asthe value of the pool share. The Pension Reserves Investment Trust
was created under Massachusetts ge neral law, chapter 32, ssction 22, in December 1983. The
Pension Reseves Investment Trust is operated under contract with a pivate investment advisor,
approved by the Pensron Resgrvgs Investment Management Board. Ihe Pansrbn Reseryes
lnvestment Management Board shall choose an investment advisor by requesting proposals frcm
advisors and reviewing such proposals based on criteia adopted under Massachusefts general
law, chapter 308.

B. Custodial Credit Risk

The custodial credit risk for investments is the risk that, in the event of the
failure of the counterparty (e.9. broker-dealer) to a transaction, a govern-
ment will not be able to recover the value of its invesiment or collateral
securities that are in the possession of another party. The Town and the
Contributory Retirement System do not have policies for custodial credit
risk.

C. Concentration of Credit Risk

The Town and the Contributory Retirement System place no limit on the
amount the Town and the System may invest in any one issuer.

Town investments in any one issuer (other than U.S. Treasury securities
and mutual funds) that represent 5% or more of total investments are as
follows:

$ : o

--:-

$ 746,438
247,736
249,1't0

Federal Home Loan Bank
Federal Home Loan Mortgage Corporation
Federal National Mortgage Association
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The Contributory Retirement System does not have an investment in one
issuer greater than 5olo of total investments.

D. lnterest Rate Risk

Interest rate risk is the risk that changes in market interest rates will
adversely affect the fair value of an investment. Generally, the longer
the maturity of an investment, the greater the sensitivity of its fair value
to changes in market interest rates. The Town and the Contributory
Retirement System do not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates.

Information about the sensitivity of the fair values of the Town's invest-
ments to market interest rate fluctuations is as follows (in thousands):

lnvestment Maturities (in Years)

Investment Tvoe
Debt Related Securities:
Certificates of deposit
Corporate bonds
Federal agency securities

Total

Fair Less
Value Than 1 1-5

$  9 0  $ 9 0  $  -
38

1.243 49 1.194

$ 1,321 $ 139 $ Lr94

More
6-10 Than 10

D l D -JO

$ -
38

E. Foreiqn Cunencv Risk

Foreign curency risk is the risk that changes in foreign exchange rates
will adversely affect the fair value of an investment. The Town does not
have policies for foreign currency risk.

Taxes Receivable

Real estate and personal property taxes are levied and based on values
assessed on January 1s' of every year. Assessed values are established by
the Board of Assessor's for 100% of the estimated fair market value. Taxes
are due on a quarterly basis and are subject to penalties and interest if they
are not paid by the respective due date. Real estate and personal property
taxes levied are recorded as receivables in the fiscal year they relate to.

Fourteen days after the due date for the final tax bill for real estate taxes, a
demand notice may be sent to the delinquent taxpayer. Fourteen days after
the demand notice has been sent, the tax collector may proceed to file a lien
against the delinquent taxpayers' property. The Town has an ultimate right
to foreclose on property for unpaid taxes. Personal property taxes cannot
be secured through the lien process.
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Taxes receivable at June 30, 2005 consist of the following (in thousands):

Real Estate

2005
2004
2003

Personal Property

2005
2004
2003
2002
Prior

Tax Liens
Deferred Taxes

Total

Property taxes
Excises
Utilities

$ 1,282
59
42

Govemmental
$ 1,463

738

1,383

$ - s 102,434,668
-  6,667,015

(606.968) 9.389.038

(606,968) 118,490,721

(cont nued)

83
83
92
91

595

Allowance for Doubtful Accounts

The receivables reported in the accompanying entity-wide financial state-
ments reflect the following estimated allowances for doubtful accounts (in
thousands):

944
3,305

221

$ 5-853

Business-Tvpe
$ -

522

Ending
lncreases Decreases Balance

t
I
t
I

7. Interqovernmental Receivables

This balance represents reimbursements requested from Federal and State
agencies for expenditures incuned in fiscal 2005.

8. Gapital Assets

Capital asset activity for the year ended June 30, 2005 was as follows:
Beginning
Balance

Governmental Activities:
Capital assets, being depreciated:

Buildings and improvements $ 99,163,729
Machinery, equipment and fumishings 4,686,595
Vehicles 8.843.152

Total capital assets, being depreciated 112,693,476

$ 3,270,939
1,980,420
1.152.854

6,404,213I
I
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13.742.716 (473.067) 69.495.569

$ 1!r133tu110 $15360.299 $ G65-632) $ _146528-072

Note: The Town has not yet fully capitalized infrastructure assets for governmental activities.

(continued)

Less accumulated deoreciation for:
Buildings and improvements
Machinery, equipment and furnishings
Vehicles

Total accumulated depreciation

Total capital assets, being
depreciated, net

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not
being depreciated

Governmental activities capital
assets, net

Business-Type Activities:
Capital assets, being depreciated:

Buildings and improvements
Machinery, equipment and furnishings
lnfrastru ctu re
Vehicles

Total capital assets, being
deor6ciated

Less accumulated depreciation for:
Buildings and improvements
Machinery, equipment and furnishings
Infrastructure
Vehicles

Total accumulated depreciation

Total capital assets, being
depreciated, net

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being
depreciated

Business-type activities capital
assets. nel

Ending
lncreases Decreases Balance

Beginning
Balance

( 29,654,349)
( 1,902,939)
( 5.528.698)

( 37.085.986)

75,607,490

17,273,143
38.952.777

56.225.920

Beginning
Balance

$ 4,192,102
1,168,350

62,176,032
1.996.507

69,532,991

( 2,ss4,696)
( 956,559)
( 875.375)

( 4.786.630)

$ 294,886
297,782
472,345

1 .085.385

2,150,398

- ( 32,609,045)
- ( 2,859,4s8)

414.398 ( 5.989.675)

414.3e8 (_.4_1_45C21_C)

1,617 ,583 (192,570) 77 ,032,503

71 1.997
13.030.719 @73,467)

17,985,140
51 .510.429

Ending
Increases Decreases Balance

2,696,278)
508,694)

2s,536,039)
( 1.303.844)

( 30.044.855)

39,488,136

639,803
1.210.833

1 .850.636

$ _4fi3eJ72

101 ,132 )
94,368)

1,037,397)
( 205.765)

L1j38,662)

71' l ,736

3.299.785

3.299.785

$ _4-041^521

U -

r o+,rszl

( 64,152)

64,152

64.152

1rgo.gso1

(294.886)

$ (294-Ee0)

$ 4,486,988
1,466,132

62,584,225
3.081 .892

71 ,619,237

( 2,797,410)
( 603,062)
( 26,509,284)
( 1,509.609)

( 31.419.365)

40,199,872

639,803
4.215.732

4.855.535

$ _45.055302
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Depreciation expense was charged to functions of the Town as follows:

Govemmental Activities:
General govemment
Public safety
Education
Public works
Health and human services
Culture and recreation

Waler
Sewer
Arena

$ 458,414
848,440

2,312,871
547,030
44,831

575.044

10 .

Total depreciation expense - govemmental activities $ 4J80S30

Business-Type Activities:
$ 788,248

619,030
31.384

Total depreciation expense - business-type activities $ 1*€E-q02'

9. Warrants and Accounts Pavable

Warrants payable represent 2005 expenditures paid by July 15, 2005 as per-
mifted by law. Accounts payable represent additional 2005 expenditures paid
after July 15, 2005.

Deferred Revenue

Govemmental funds report defened revenue in connection with receivables
for revenues that are not considered to be available to liquidate liabilities
of the cunent period.

The balance of the general fund deferred revenues account is equal to
the total of all June 30, 2005 receivable balances, except real and personal
property taxes that are accrued for subsequent 60-day collections.

Tax Refunds Pavable

This balance consists of an estimate of refunds due to property taxpayers
for potential abatements. These cases are currently pending with the siate
Appellate Tax Board.

Notes Pavable

The Town had the following notes outstanding at June 30, 2005:

11 .

'12.
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lnterest
Rate

Date of
lssue

Date of
Maturitv

Balance at
June 30. 2005

The following summarizes activity in notes payable during fiscal year 2005:

Bond Anticipation
Bond Anticipation
Bond Anticioation
Bond Anticipation
Bond Anticipation
Bond Anticipation
Bond Anticipation
Bond Anticipation
Bond Anticipation
Bond Anticipation

Total

Balance
Beginning New
ofYear lssues

$ 20,758,000 $ -
3,000,000

20,670,000
7,570,000
'1,365,000

Balance
End of

Maturities Year

$ (20,758,000) $
( 3,000,000)
(20,670,000)
( 7,570,000)
( 1,365,000)
( 4,252,000)4,252,000

25,000,000
23,998,000
2,000,000
1.577.000

25,000,000
23,998,000
2,000,000
1.577.000

$ 53J€3-000 $ 56-822-000 $ (5Z-e!5000) $ 52-575-000

13. Gapital Lease Obliqations

The Town is the lessee of modular classrooms under a capital lease expiring
in November 2007. Future minimum lease payments under the capital lease
consist of the following as of June 30, 2005:

Bond anticipation
Bond anticipation
Bond anticipation
Bond anticipation

Total

3.125% 03/01/05
3.250% 03i01i05
3.0007o 06/30/05
3.875% 06/30i05

11t01t05 $ 25,000,000
111011o5 23,998,000
06/30i06 2,000,000
06/30i06 1.577.000

$ 5252500q

$ 203,816
204,636
85.265

493,717

( 76.832)

$ 4t_0-885

2006
2007
2008

Total minimum lease payments

Less amount representing interest

Present Value of Minimum Lease Pavments

14. Lonq-Term Debt

A. General Obliqation Bonds

The Town issues general obligation bonds to provide funds for the acquisi-
tion and construction of major capital facilities. General obligation bonds
have been issued for both governmental and business-type activities.
General obligation bonds currently outstanding are as follows:



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Govemmental Activities:
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation
General obligation

Total Governmental

Business-Tvoe Activities:

Water bond (MWRA)
Sewer bond
Sewer bond (MWRA)
Water bond
Water bond (MWRA)
Sewer bond
Sewer bond
Water bond (MWRA)
Sewer bond (MWRA)
Arena
Arena
Sewer
Water
Arena
Arena
Water
Sewer
Sewer (MWPAT)
Water
Sewer
Water bond
Sewer bond (MWRA)
Waterbond (MWM)
Sewer bond (MWRA)

Total Proprietary

Serial
Maturities
Throuqh

03t25
03t24
07to7
03112
08t14
03t24
03/15
02t19
03/13
11123
03t20
03124
03i 15

03i 13
03i25
05t07
03t12
03t20
11 /08
03t12
05t12
06/15
02t19
08t14
03/15
03/15
03/13
03123
03t24
03112
03t24
03i 15
03/15
03t25
11110
o2115
02t10

Interest
Rate(s)%

3.79
3.79
4.43
3.83
4.00
3.79
4.94
4.34
3.00

5.51
3.00
3.00

Amount
Outstanding

as of
June 30. 2005

$ 3,000,000
1,720,680
't ,125,000
1,740,000

10,490,000
1,974,720

669,400
13,931 ,000

785,000
439,085

13,265,000
1,505,000
4.915,503

$ 55-560388

$ 425,000
676,765
93,810

105,000
520,908
135,000
'165,000

607,726
255,003
69,000
60,000
44,880
60,720
10,000

325,000
3,645,000

35,000
314,990
426,910
c/  / ,coo

1,829,835
811 ,250

1,449,000
248.050

$ _1eEgL3IL3

3.00
? 7 0

3.8;
5.51

3.83

2.54
4.34
4.00
4.94
4.94
3.00
3.00
3.00
3.00

3.00
3.00
a t :I

I
I
I J:'
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Future Debt Seruice

The annual principal payments to retire all general obligation long-term
debt outstanding as of June 30, 2005 are as follows:

Governmental Principal lnterest Total
2006  $5 ,526 ,312  $2 ,357 ,353  $7 ,883 ,665
2007 5,223,895 2,127,442 7 ,351,337
2008 5,127,092 1,930,620 7,057,712
2009 4.669,727 1,741,658 6,411,385
2010 4,563,640 1,558,908 6,122,*8

201't -2015 18,534,722 5,201,339 23,736,061
2016 - 2020 10,270,000 1 ,769,914 12,039,914
2021 - 2025 1.645.000 176.792 1.821.792

Total $ 55560388 $ rc.ee1026 $r2,%A14

The general fund has been designated as the source to repay the
governmental-type general obligation debt outstanding as of June 30,
2005.

Business-Type Principal lnterest Total
2006  $1 ,279 ,532$  317 ,402  $1 ,596 ,934
2007 1 ,27't,458 294,973 1 ,566,431
2008 1,218,088 277,778 1,495,866
2009 1 ,152,198 259,640 1 ,41 1 ,838
2010 1,145,397 241,280 1,386,677

2011-2015 3,729,760 907,045 4,636,805
2016 -2020 1,695,000 483,388 2,178,388
2021-2025 1.400.000 148.795 1.548.795

Total $leEgt-rljl3 $-2,.930=301 $15.821-Ig.

C. Bond Authoizations

Long-term debt authorizations which have not been issued or rescinded
as of June 30, 2005 are as follows:

t

Purpose
High School renovations
Park Street drainage
Waushakum Lake
Sudbury main rehab
l&l evaluation
Vaillencourt pump
Main rehabi reline
Financial management software
Comprehensive sewer main study

Amount
$ 50,999,836.

280,000
55,820
78,174
75,000
78,235
13,335

197,07'�!
22,400

(continued)

I
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(continued)

Purpose
Roof replacement
Walsh School boiler replacement
Franklin Street sewer main replacement
Senior Center
Tercentennial Park - phase ll
Walsh School roof replacement
C&L Grove Street water mains
Water system management - phase ll
Carter Drive water main replacement
Birch Road well reactivation
Franklin Street - phase ll (sewer)
Howard Street sewer replacement
l&l Study
Hemenway pump station replacement
Bowditch Field resurfacing
Pinefield Shop Center land library

Total
'Outstanding in Bond Anticipation Nofes.

D. Overlapoins Debt

The Town's proportionate share of debt of other governmental units which
provide services within the Town's boundaries, and which must be bome by
the resources of the Town, is summarized below (in thousands):

Town's
Estimated Share

Amount
12,768
34,520
50,000

449,482
420,000

17,000
688,000
304,000
920,000
129,502
202,950
495,000
168,750
307,881
185,000
675.000

$ 56359J24

Related Entitv

MWRA-Water
MWRA - Sewer

Princioal

$ 1,730,i l5
3,550,263

$ e,380
102.958

$ t_62J3{!

Leoal Debt Marqin

The Town is subject to the General Laws of the Commonwealth of Massa-
chusetts which, in general, limits the amount of bonded debtthe Town
may have outstanding to 5 percent of the valuation of taxable property
as last equalized by the Commonwealth's Department of Revenue. The
following is a computation of the legal debt margin as of June 30, 2005
(in thousands):

3.72yo
2.9%

Equafized valuation - January 1,2OO4
Debt limit - 5% of equalized valuation
Total debt outstanding

Less: debt exemot from limit
Legal Debt Margin

68,452
38.757

$ 8.213221
$ 410,91 1

29.695

$ __381210.
* Excludes bond anticipation notes and authorized but unissued debt.
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F. Advance and Cunent Refundinqs

Prior Year

In prior years, the Town has defeased various bond issues by creating
separate irrevocable trust funds. The proceeds from the new issuance
of the general obligation bonds were used lo purchase U.S. government
securities, and those securities were deposited in an irrevocable trust with
an escrow agent to provide debt service payments until the retunded
bonds mature on March 15, 2015. For financial reporting purposes, the
debt has been considered defeased and therefore removed as a liability
from the Town's balance sheet. As of June 30, 2005, the amount of
defeased debt outstanding but removed from the governmental activities
and business-type activities was $ 5,595,000.

G. Chanqes in General Lonq-Term Liabilities

During the year ended June 30, 2005, the following changes occurred in
long-term liabilities (in thousands):

Govemmental Activities
Bonds payable
Accrued employee benefi ts
Unamortized premium
Capital leases

Totals

Bonds payable $ 8,706
Accrued employee benefits 105
Other liabilities 162

Equals
Total Less Long-Term

Balance Current Portion
Reductions 6/30/05 Portion 6/30/05

$ (5,827) $ 55,560 $ (5,526) $ 50,034
( s7) 2,622 (1,789) 833
( 366)
( 81) 417 ( 155) 262

$ (0-331) $ 58.599 $ C..IZO) $ 5L!29

Equals
Total Less Long-Term

Balance Current Portion
Reductions 6/30/05 Portion 6/30/05
$ (  8 2 e )  $ 1 2 , 8 e 2  $ ( 1 , 2 8 0 )  $ 1 1 , 6 1 2

( 2 4 )  8 4  (  8 3 )  1
(  16)  146 (  16)  130

Total
Balance
7l1lO4 Additions

$ fl,692 $ 6,695
2,378 301

JOO

$57-436 $7-494

Total
Balance
7l1lO4 Additions

$ 5 ,015
5

Totals $_!.973 $5*01_8 $(__809) $13J'22 $0-329) $ILZA

15. Restricted Net Assets

The accompanying entity-wide financial statements report restricted net
assets when external constraints from grantors or contributors are placed
on net assets.

Permanent fund restricted net assets are segregated between nonexpend-
able and expendable. The nonexpendable portion represents the original
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restricted principal contribution, and the expendable represents accumulated
earnings which are available to be spent based on donor restrictions.

Reserves and Desiqnations of Fund Balance

"Reseryes" of fund equity are established to segregate fund balances which
are either not available for expenditure in the futu re or are legally set aside
for a specific future use. Fund "designations", which are not legally required
segregations, have also been established to indicate tentative plans for future
financial utilization.

The following types of reserves are reported at June 30, 2005:

Reserved for Encumbrances and Continuinq Aooropriations - An account
used to segregate that portion of fund balance committed for expenditure
of financial resources upon vendor performance.

Reserved for Exoenditures - Represents the amount offund balance appro-
priated to be used for expenditures in the subsequent year budget.

Reserved for Peroetual Funds - Represents the principal ofthe nonexpend-
able trust fund investments. The balance cannot be spent for any purpose;
however, it may be invested and the earnings may be spent.

Unreserved Desiqnated - Represents the amount of fund balance designated
for petty cash, inventory, and future debt service.

General Fund Undesionated Fund Balance

The undesignated general fund balance reported on the balance sheet is
stated in accordance with generally accepted accounting principles (GAAP),
which differs in certain respects from the Massachusetts Uniform Municipal
Accounting System (UMAS). The following paragraphs summarize the major
differences.

Massachusetts general laws include provisions to allow municipalities to over-
expend certain appropriations if they are incurred in an emergency situation
and for the safety of the public. The most common example involves the
"snow and ice" appropriation. All such overexpend itu res, however, must
be funded in the subsequent year's tax rate.

Massachusetts General Laws require that non-property tax revenue budget
shortfalls, net of appropriation turnbacks, be funded in the subsequent year.
The same treatment is also applied to the excess of actual property tax
abatements and exemptions over the provision for abatements and exemp-
tions (overlay).
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The Massachusetts State Legislation also allowed municipalities to defer
funding for a portion of the 1992 and 1993 teachers' summer pay to future
years. This must be funded within a 1S-year period, beginning in 1997.
The accompanying financial statements include an estimate for future poten-
tial tax refunds, which is not recognized under UMAS.

The following summarizes the specific differences between GAAP basis
and statutory basis of reporting the general fund undesignated fund balance:

GMP basis balance
Teacher pay defenal
Tax refund estimate
Snow and ice deficit

Statutory (UMAS) Balance

$ 4,103,585
1,193,746
1,561,691

375,579

$ 7.234.601

Commitments and Continqencies

Outstandinq Lawsuits - There are several pending lawsuits in which the
Town is involved. The Town's management is of the opinion that the poten-
tial future settlement of such claims would not materiallv affect its financial
statements taken as a whole.

Grants - Amounts received or receivable from grantor agencies are subject
to audit and adjustment by grantor agencies, principally the federal govern-
ment. Any disallowed claims, including amounts already collected, may
constitute a liability of the applicable funds. The amount of expenditures
which may be disallowed by the grantor cannot be determined at this time,
although the Town expects such amounts, if any, to be immaterial.

Post-Emplovment Health Gare and Life Insurance Benefits

The Town has accepted Chapter 32B of Massachusetts General Laws to pro-
vide for health care and life insurance benefits to retirees, their dependents,
or their survivors. These benefits are provided through the Town's group
plans. The c,ost of these benefits are included in the total cost of benefits
for both active and retired employees. The number of participants cunently
eligible to receive benefits, and cost of benefits for retirees, their dependents,
or their survivors for the year ended June 30, 2005 was not available.

Contributorv Retirement Svstem

A. Plan Desciption and Contribution lnformation

Substantially all employees of the Town (except teachers and adminis-
trators under contract employed by the School Department) are members
of the Framingham Contributory Retirement System (FCRS), a cost

19.
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sharing, multiple employer defined benefit PERS. Eligible employees
must participate in the FCRS. The pension plan provides pension bene-
fits, deferred allowances, and death and disability benefits. Chapter 32
of the Massachusefts General Laws establishes the authority of the FCRS
Retirement Board. Chapter 32 also establishes contribution percentages
and benefits oaid. The FCRS Retirement Board does not have the
authority to amend benefit provisions. As required by Massachusetts
General Laws, the System issues a separate report to the Common-
wealth's Public Employee Retirement Administration Commission.

Membership of each plan consisted of the following at December 31 ,
2004. the date of the latest actuarial valuation:

Retirees and beneficiaries receiving benefits 797

Terminated plan members entitled to but
not yet receiving benefits

Active plan members

Total

Number of participating employers 2

Employee contribution percentages are specified in Chapter 32 of the
Massachusefts General Laws. The percentage is determined by the
participant's date of entry into the system. All employees hired after
January 1 , 1979 contribute an additional 2o/o on all gross regular eamings
over the rate of $ 30,000 per year. The percentages are as follows:

Before January 1,1975
January 1, 1975 - December3l, 1983
January 1, 1984 - June 30, 1996
Beginning July 1, 1996

Employers are required to contribute at actuarially determined rates as
accepted by the Public Employee Retirement Administration Commission
(PERAC).

Summaru of Siqnificant Accountino Policies

Basis of Accountinq - Contributory retirement system financial statements
are prepared using the accrual basis of acmunting. Plan member contri-
butions are recognized in the period in which the contributions are due.
Employer contributions are recognized when due and the employer has
made a formal commitment to provide the contributions. Benefits and
refunds are recognized when due and payable in accordance with the
terms of the plan.

197

1.128

2.122
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Method Used to Value lnvestments - Investments are reported in accord-
ance with PERAC requirements.

C. Teachers

As required by State statutes, teachers ofthe Town are covered by
the Massachusetts Teachers Retirement System (MTRS). The MTRS
is funded by contributions from covered employees and the Common-
wealth of Massachusetts. The Town is not required to contribute. All
persons employed on at least a half-time basis, who are covered under
a contractual agreement requiring certification by the Board of Education
are eligible, and must participate in the MTRS.

Based on the Commonwealth of Massachusetts' retirement laws, employ-
ees covered by the pension plan must contribute a percentage of gross
eamings into the pension fund. The percentage is determined by the par-
ticipant's date of entry into the system and gross earnings, up to $ 30,000,
as follows:

BeforeJanuary 1,1975
January 1, 1975 - December 3l, 1983
January 1, 1984 - June 30, 1996
July 1,  1996 -  June 30,2001
Beginning July 1, 2001

SYo
7o/o*
8o/o*
9Yo.

11o/o

* Effective January 1 , 1990, all participants hired after January 1 ,
1979, who have not elected to increase to 11ok, contribute an
additional 2o/o of salary in excess of $ 30,000.

In fiscal year 2005, the Commonwealth of Massachusetts contributed
$ 14,872,906 to the MTRS on behalf of the Town. This is included in the
education expenditures and intergovemmental revenues in the general
fund.

21. Self Insurance

The Town self-insures against claims for workers compensation, unemploy-
ment and most employee health coverage. Annual estimated reguirements
for claims are provided in the Town's annual operating budget.

Health lnsurance

The Town contracts with an insurance carrier for excess liability coverage
and an insurance consultant for claims processing. Under the terms of its
insurance coverage, the Town is liable for claims up to $ 75,000 per incident,
with a maximum lifetime coverage of $ 2,000,000. The claims liability repre-
sents an estimate of claims incuned but unpaid at year end, based on past
historical costs and claims paid subsequent to year end.
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Changes in the aggregate liability for claims for the year ended June 30, 2005
are as follows:

Health Coveraqe

$ 3,816,446

28,922,486

(28.946.023)

$ _3J92p09

Risk Manaqement

The government is exposed to various risks of loss related to torts; theft
of, damage to and destruction of assets; errors and omissions; and natural
disasters for which the government carries commercial insurance. There
were no significant reductions in insurance coverage from the previous year
and have been no material settlements in excess of coverage in any of the
past three fiscal years.

Beqinninq Net Assets Restatement

The beginning (July 1 , 2004) net assets of the Town have been restated as
follows:

Business-Type Activities
Enterorise Funds

Water Sewer Nonmajor
Fund Fund Fund Total

Aspreviouslyreported $27,515,300 $20,149,069 $479,454 $48,143,823
Correct prior year

Claims liability, July 1, 2004

Claims incurred/recognized
in fiscal year 2005

Claims paid in fiscal year 2005

Claims liability, June 30, 2005

adjustment

As restated

180.189 (  180.189)

$22-695-489 $1911011880$ 4Z*131 $ 4ILl43-823
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TOWN OF FRAMINGHAM, M.ASSACH USETTS

CONTRIBUTORY RETIREMENT SYSTEM

REQUIRED SUPPLEMENTARY INFORMATION (Unaudited)

Schedules of Funding Proqress and Emplover Contributions

The following schedules are presented in accordance with the Governmental
Accounting Standards Board Statement 25.

Schedule of Fundino Prooress (dollar amounts in thousands):

Actuarial
Valuation

Date

1lo1l91
1i01l95
1/01/98
1/01i00
1to1toz
1to1t04

Actuarial
Accrued
Liability
(AAL)-

Enhy Age
tbl

$ 92,433
$ 122,220
s 156,983
$  1 8 1 , 1 4 9
$ 206,810
$ 220,001

$ s1,788
$ 59,860
$ 51,M2
c 2? 877

$ 63,917
$ 71,876

Funded
Ratio
( a / b )

44.0%
51 .jYo
67 .Sto
81 .51o
69.1Yo
67 .30/o

Actuarial
Value of
Assets
La-)

$ 40,645
$ 62,360
$ 105,941
$ 147,572
$ 142,893
$ 148,125

Year Ended
June 30

1993
1994
,{ ooR

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Annual Required
Contribution

$ 5,378,958
5,663,861
6,805,493
6,195,869
6,449,439
6,655,700
6,945,980
6,888,019
6,023,613
6,521,400
6,796,400
6,994,318
7,399,266

UAAL as
a Percent-

age of
Covered Covered
Payroll Payroll

Lgl t(b - avcl

$ 27,351 189%
$ 29,168 205Vo
$ 33,120 1ilo/o
$ 39,871 84Yo
$ 42,132 152Yo
$ 41,223 't74V"

Percentage
Contributed

10Oo/o
100%
100%
lOQo/o
1000/o
100%
100%
100%
100%
100%
lOOo/o
100%
100%

Unfunded
AAL

(UAAL)
( b - a l

Information is only provided for those years in which an actuarial valuation or
actuarial update was performed.

Schedule of Emolover Contributions (Town share only):

The required information presented above was determined as part of the
actuanal valuations at the dates indicated. Additional information as of the latest
actuarial valuation follows.
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Valuation date

Actuarial cost method

Amortization method

Remaining amortization period

Asset valuation method

Actuarial assumptions:
lnvestment rate of return
Projected salary increases
Cost of living adjustments

See Independent Auditors' Report.

January 1,2004

Individual entry age normal

4.5% increasing

24 years

5 year smoothing

8%
4.75 - 5.25o/o
3% of $ 12,000 per year of retirement
income (included in January 1, 1998
figures)
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